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INTRODUCTION 

This  report  1  on  tax  expenditures  for  fiscal  years  1987-1991  is 
prepared  by  the  staff  of  the  Joint  Committee  on  Taxation  for  the 
House  Committee  on  Ways  and  Means  and  the  Senate  Committee 
on  Finance.  The  report  also  is  submitted  by  the  Joint  Committee 
on  Taxation  to  the  House  and  Senate  Committees  on  the  Budget. 

As  in  the  case  of  earlier  reports,2  the  estimates  in  this  report 
were  prepared  with  the  cooperation  of  the  staff  of  the  Office  of  Tax 
Analysis  in  the  Treasury  Department.  The  first  two  reports  were 
prepared  at  the  request  of  the  conferees  on  the  Revenue  Act  of 
1971  that  tax  expenditure  data  be  submitted  regularly  to  Congress 
by  the  Joint  Committee  staff.  The  last  report  was  published  in 
April  1985. 

On  February  5,  1986,  the  Administration  published  its  estimates 
of  tax  expenditures  for  fiscal  years  1985-1987  in  Special  Analysis  G 
of  the  Budget  for  Fiscal  Year  1987. 3  The  tax  expenditure  items  in- 
cluded in  this  pamphlet  and  in  Special  Analysis  G  overlap  consid- 
erably. (Differences  are  discussed  in  Part  II  under  the  heading 
"Comparisons  with  Special  Analysis  G".)  The  tax  expenditure 
report  by  the  Congressional  Budget  Office  (CBO),  which  has  been 
published  early  in  the  Fall,  generally  contains  the  same  listings  as 
this  pamphlet. 

The  staff  of  the  Joint  Committee  has  made  its  estimates  (as 
shown  in  table  1)  in  terms  of  the  provisions  in  tax  law  as  enacted 
through  December  31,  1985,  under  the  assumption  that  the  expira- 
tion dates  which  apply  to  some  provisions  would  not  be  extended  or 
otherwise  modified.  Expired  provisions  are  not  listed  if  their  effect 
on  revenue  results  only  from  taxpayer  activity  in  prior  years.  Ex- 
tensions or  modifications  of  expiring  provisions  are  not  included 
until  they  have  been  enacted  into  law. 

Part  I  of  this  report  contains  a  discussion  of  the  concept  of  tax 
expenditures,  and  it  is  followed  in  Part  II  by  a  discussion  of  the 
measurement  of  tax  expenditures.  Estimates  of  tax  expenditures 
for  fiscal  years  1987-1991,  under  tax  law  enacted  through  Decem- 
ber 31,  1985,  are  presented  in  table  1  in  Part  III.  Table  2  shows  the 
distribution  of  tax  returns  by  income  class,  and  table  3  presents 
distributions  of  selected  individual  tax  expenditure  items  by 
income  class. 


1  This  report  may  be  cited  as  follows:  Joint  Committee  on  Taxation,  Estimates  of  Federal  Tax 
Expenditures  for  Fiscal  Years  1987-1991  (JCS-7-86),  March  1,  1986. 

2  Joint  Committee  on  Taxation,  Estimates  of  Federal  Tax  Expenditures,  October  4,  1972,  June 
1,  1973,  July  8,  1975,  March  15,  1976,  March  16,  1977,  March  14,  1978,  March  15,  1979,  March  6, 
1980,  March  16,  1981,  March  8,  1982,  March  7,  1983,  November  9,  1984,  and  April  12,  1985. 

3  "Tax  Expenditures, "  Special  Analysis  G,  The  Budget  of  the  United  States  Government  for 
Fiscal  Year  1987. 
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I.  THE  CONCEPT  OF  TAX  EXPENDITURES 
Overview 

Tax  expenditure  estimates  measure  the  decreases  in  individual 
and  corporate  income  tax  liabilities  that  result  from  provisions  in 
income  tax  laws  and  regulations  that  provide  economic  incentives 
to  the  private  sector  or  tax  relief  to  particular  kinds  of  taxpayers. 
These  tax  provisions  take  the  form  of  exclusions,  credits,  deduc- 
tions, preferential  tax  rates,  or  deferrals  of  tax  liability.  The  term 
tax  expenditure  is  derived  from  the  assumption  that  the  goals  of 
these  favorable  tax  provisions  could  be  accomplished  by  replacing 
them  with  direct  expenditure  programs.  Tax  expenditures,  in  this 
view,  are  analogous  to  those  direct  expenditures  which  have  no 
program  spending  limits,  and  which  are  available  as  entitlements 
to  individuals  and  corporations  who  meet  the  criteria  established 
for  the  programs.  As  in  an  entitlement  program,  any  taxpayer  who 
meets  the  criteria  specified  in  the  Internal  Revenue  Code  may  use 
the  provision  without  any  further  action  by  the  Federal  Govern- 
ment. Tax  expenditure  provisions,  like  all  tax  provisions  but  unlike 
direct  spending  programs,  are  administered  by  the  Internal  Reve- 
nue Service. 

From  the  viewpoint  of  the  budget  process,  fiscal  policy  and  the 
allocation  of  resources,  entitlements  that  provide  outlays  or  reve- 
nue losses  with  no  annual  limits  on  their  budget  effects  restrict  the 
scope  of  adjustments  in  public  policy  that  can  be  made  currently. 
Initially,  the  Joint  Committee  published  the  pamphlets  on  tax  ex- 
penditures in  order  to  provide  Congress  with  some  of  the  informa- 
tion it  would  need  to  select  between  a  tax  or  an  outlay  approach  to 
a  given  goal  of  public  policy.  Now,  however,  this  information  also  is 
provided  in  the  President's  budget  which  contains  a  list  of  the  tax 
expenditures  in  Special  Analysis  G  that  are  grouped  by  budget 
outlay  function,  and  each  functional  group  is  part  of  the  discussion 
of  the  President's  proposals  for  that  function.  In  addition,  Special 
Analysis  G  of  the  budget  contains  an  essay  on  tax  expenditures 
and  presents  two  tables  related  to  the  subject — estimates  of  the 
outlay  equivalent  of,  and  the  revenue  loss  from,  each  tax  expendi- 
ture. The  House  and  Senate  Budget  Committees  publish  tax  ex- 
penditure revenue  loss  estimates  in  their  reports  that  accompany 
budget  resolutions  reported  to  their  respective  houses.  The  Con- 
gressional Budget  Office  annually  has  published  a  report  on  tax  ex- 
penditures which  includes  descriptive  and  analytical  material  in 
addition  to  revenue  loss  estimates. 

Revenue  loss  estimates  only  are  presented  in  this  report,  since 
this  conforms  to  the  requirement  in  the  Congressional  Budget  Act 
that  the  Joint  Committee  is  to  report  revenue  losses  from  tax  ex- 
penditures. The  outlay  equivalent  of  a  tax  expenditure,  as  reported 
in  Special  Analysis  G,  is  the  size  of  the  outlay  which  would  be 
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needed  to  produce  the  after-tax  equivalent  of  the  benefits  obtained 
from  the  tax  expenditure.  Often  the  outlay  equivalent  is  greater 
than  the  revenue  loss,  because  in  many  cases  outlays  would  have  to 
be  included  in  the  taxable  income  of  the  beneficiaries  of  the  pro- 
gram. The  outlay  equivalent  measure  is  useful  in  comparing  the 
cost  of  alternative  outlay  and  tax  approaches  to  carry  out  specific 
public  policy  programs. 

In  this  report,  the  staff  followed  the  definition  of  tax  expendi- 
tures that  appear's  in  the  Congressional  Budget  Act:  ".  .  .  those 
revenue  losses  attributable  to  provisions  of  the  Federal  tax  laws 
which  allow  a  special  exclusion,  exemption  or  deduction  from  gross 
income  or  which  provide  a  special  credit,  a  preferential  rate  of  tax 
or  a  deferral  of  tax  liability."  The  legislative  history  of  the  Act  in- 
dicates that  tax  expenditures  are  to  be  defined  with  reference  to  a 
normal  income  tax  structure,  and  it  also  refers  to  the  first  two  tax 
expenditure  pamphlets  prepared  by  the  Joint  Committee  staff  in 
which  the  normal  income  tax  structure  was  used  as  the  reference 
point.  Under  the  individual  income  tax,  this  normal  income  tax 
structure  includes  a  single  personal  exemption  for  each  taxpayer 
and  one  for  each  dependent;  the  zero  bracket  amount,  which  serves 
as  a  general  minimum  standard  deduction  for  all  taxpayers;  the 
graduated  tax  rate  structure;  the  exclusions  for  various  types  of  im- 
puted income,  such  as  the  rental  value  of  owner-occupied  homes; 
and  deductions  for  costs  incurred  in  producing  net  income,  e.g.,  in- 
vestment expenses  or  the  cost  of  the  tools  that  a  mechanic  pur- 
chases for  use  on  his  job.  Analogously,  the  normal  tax  structure  of 
the  corporation  income  tax  includes  deductions  for  the  costs  in- 
curred in  producing  income,  including  depreciation.  However,  it 
does  not  include  the  graduated  tax  rate  structure  on  the  grounds 
that  those  provisions  are  intended  as  a  way  of  providing  tax  relief 
to  small  corporations. 

The  staff  acknowledges  that  its  concept  of  a  normal  income  tax 
structure  may  err  on  the  side  of  being  too  narrow  and  that  its  defi- 
nition of  tax  expenditures  may  err  on  the  side  of  being  too  broad. 
The  staffs  approach  traditionally  has  been  to  list  any  item  as  a  tax 
expenditure  for  which  there  is  a  reasonable  basis  for  such  classifi- 
cation and  a  revenue  loss  above  a  de  minimis  amount.  In  this  con- 
text, more  than  a  de  minimis  revenue  amount  means  a  revenue 
loss  of  at  least  $10  million  in  at  least  one  of  the  five  years,  1986- 
1990.  The  staff  emphasizes,  however,  that  in  the  process  of  listing 
tax  expenditure  items,  no  judgment  is  made,  nor  any  inference  in- 
tended, about  the  desirability  of  any  special  provision  as  public 
policy,  or  about  the  effectiveness  of  the  tax  approach  relative  to 
other  methods  available  to  the  Federal  Government  for  achieving 
particular  public  policy  goals. 

As  defined  in  the  Congressional  Budget  Act,  the  concept  of  tax 
expenditure  refers  to  the  corporation  and  individual  income  taxes. 
Other  parts  of  the  Internal  Revenue  Code — excise  taxes,  employ- 
ment taxes,  estate  and  gift  taxes— also  have  exceptions,  exclusions, 
refunds  and  credits,  such  as  gasoline  tax  exemptions  for  nonhigh- 
way  uses,  which  are  not  included  in  this  report  because  they  are 
not  parts  of  the  income  tax. 


Individual  income  tax 

The  staff  does  not  include  as  tax  expenditures  either  the  zerc 
bracket  amount  or  the  personal  exemption  for  the  taxpayer  and  de- 
pendents because  Congress  believes  these  amounts  approximate  the 
level  of  income  below  which  it  would  be  difficult  for  an  individual 
or  a  family  to  obtain  minimal  amounts  of  food,  clothing  and  shel 
ter.  Thus,  itemized  deductions  are  classified  as  tax  expenditures 
only  to  the  extent  they  exceed  the  zero  bracket  amount. 

Deductions  for  costs  incurred  in  producing  income  are  considered 
part  of  the  normal  tax  structure  and,  therefore,  are  not  listed  as 
tax  expenditures.  These  include  deductions  for  moving  expenses 
employee  business  expenses,  investment  expenses,  and  business-re 
lated  travel  expenses.  Itemized  deductions  for  nonmortgage  interest 
are  listed  as  tax  expenditures  only  to  the  extent  that  those  deduc 
tions  exceed  investment  income.  This  treatment  of  interest  repre 
sents  a  change  from  years  prior  to  1983,  when  a  separate  tax  ex 
penditure  was  listed  for  consumer  interest,  defined  as  interest  in 
curred  on  installment  loans,  credit  card  loans  and  other  consume] 
loans.  Because  money  is  fungible,  the  staff  believes  that  it  is  im 
proper  to  classify  interest  based  solely  on  the  character  of  th( 
lender  or  the  type  of  loan;  therefore,  this  report,  in  effect,  assumes 
that  all  nonmortgage  interest  is  investment  interest  (and,  hence 
not  a  tax  expenditure)  to  the  extent  it  does  not  exceed  investmen 
income  and  that  all  remaining  itemized  interest  is  classified  as  i 
tax  expenditure. 

The  provisions  for  capital  gains  treatment  on  incentive  stock  op 
tions,  which  were  enacted  in  the  Economic  Recovery  Tax  Act  o 
1981,  are  not  treated  as  a  tax  expenditure.  Even  though  these  rep 
resent  deviations  from  a  normal  individual  income  tax  structure 
the  revenue  loss  from  capital  gains  treatment  is  offset  by  the  reve 
nue  gain  resulting  from  the  fact  that  the  employer  loses  its  deduc 
tion  when  employee  compensation  is  paid  in  the  form  of  incentivi 
stock  options. 

The  failure  to  tax  imputed  income  received  by  individuals  fron 
the  services  of  their  own  durable  assets  is  not  treated  as  a  tax  ex 
penditure.  Such  imputations  are  often  considered  as  income  unde: 
other  concepts  of  income,  such  as,  that  used  in  measuring  gross  na 
tional  product.  However,  measurement  of  the  imputed  income  fo: 
income  tax  purposes  would  present  severe  administrative  problems 
and  its  exclusion  from  taxable  income  is  as  much  as  administrate 
necessity  as  a  specific  incentive  to  encourage  certain  kinds  of  con 
sumption.  The  imputed  income  from  an  owner-occupied  home  i 
the  most  prominent  of  these  omitted  items;  among  the  others  art 
the  income  that  could  be  imputed  to  household  furniture  and  appli 
cances,  books,  art  collections,  and  automobiles.  If  all  the  impute< 
income  items  were  included  in  adjusted  gross  income,  however,  i 
would  be  proper  to  include  all  interest  deductions  as  part  of  thi 
normal  tax  structure,  since  interest  deductions  would  be  allowabli 
as  a  cost  of  producing  imputed  income.  Thus,  in  affect,  the  staff 
listing  of  certain  interest  deductions  as  a  tax  expenditure  is  a  sub 
stitute  for  not  listing  the  exclusion  of  imputed  income  on  durabli 
assets. 


Comparison  with  Special  Analysis  G. — The  major  differences  be- 
ween  the  tax  expenditure  lists  in  Special  Analysis  G,  Table  G-2, 
ind  the  list  in  table  1  of  this  publication  are  the  additional  items 
idded  by  the  staff  in  this  publication  (see  discussion  next  page). 
Vith  regard  to  the  other  listed  items,  the  Joint  Committee  report 
ists  as  a  tax  expenditure  the  deductibility  of  patronage  dividends 
ind  certain  other  items  of  cooperatives;  this  item  appears  in  the 
Agriculture  function. 

The  staff  analysis  also  differs  from  Special  Analysis  G  in  its 
reatment  of  capital  gains  at  death.  The  estimate  in  this  report  is 
omputed  as  the  tax  that  would  be  paid  if  the  excess  of  the  fair 
narket  value  of  property  owned  by  decedents  over  the  purchase 
»rice  were  included  in  the  decedent  s  taxable  income.  The  estimate 
n  Special  Analysis  G  is  the  tax  that  would  be  paid,  if  the  heir  car- 
led  over  the  current  basis  of  the  decedent. 

business  income  taxation 

For  business  income,  taxed  under  both  the  individual  and  corpo- 
ate  income  taxes,  the  most  difficult  issues  in  defining  tax  expendi- 
ures  relate  to  capital  costs,  which  are  not  properly  allocable  to 
ncome  earned  in  a  single  year.  The  staff  assumes  for  example, 
hat  the  normal  tax  structure  would  permit  cost  recovery  deduc- 
ions  on  equipment  under  some  form  of  accelerated  depreciation 
»ver  the  estimated  useful  life  of  the  asset.  For  structures,  it  is  as- 
umed  that  the  normal  tax  structure  would  involve  straight-line 
lepreciation  over  the  estimated  useful  life.  The  tax  law  applicable 
o  pre-1981  depreciable  equipment  permitted  taxpayers  to  shorten 
ax  lives  by  up  to  20  percent  for  purposes  of  computing  deprecia- 
ion  deductions  under  the  Asset  Depreciation  Range  (ADR)  system, 
rhis  ADR  variance  is  considered  a  tax  expenditure.  Providing  in- 
vestment incentives  through  allowing  investors  to  depreciate  prop- 
srty  over  periods  shorter  than  the  expected  useful  lives  was  carried 
urther  with  enactment  of  the  Accelerated  Cost  Recovery  System 
ACRS).  Under  this  provision,  statutory  cost  recovery  periods  were 
sstablished  for  both  equipment  and  structures,  generally  without 
•egard  to  the  expected  useful  life  of  the  property.  Shortened  useful 
ives  under  ACRS  and  ADR  are  treated  as  a  tax  expenditure  in  this 
•eport  to  the  extent  that  these  systems  provide  cost  recovery  deduc- 
ions  in  excess  of  what  is  assumed  to  be  the  normal  tax  structure. 

One  of  the  problems  with  the  definition  of  the  depreciation  tax 
expenditure  is  that  it  neglects  the  effect  of  inflation  in  eroding  the 
*eal  value  of  depreciation  deductions.  Even  with  accelerated  depre- 
dation, taxpayers  will  not  always  receive  deductions  whose  real 
falue  corresponds  to  the  amount  they  originally  paid  for  the  asset. 
\  similar  valuation  problem  arises  in  the  definition  of  the  tax  ex- 
penditure for  capital  gains. 

The  foreign  tax  credit  is  not  classified  here  as  a  tax  expenditure 
because  it  is  considered  a  way  of  taking  into  account  the  interrela- 
:ionship  of  domestic  and  foreign  tax  systems  and  avoiding  double 
;axation.  In  addition,  this  analysis  does  not  attempt  to  go  behind 
;he  treatment  by  U.S.  taxpayers  of  payments  to  foreign  govern- 
ments as  income  taxes,  i.e.,  it  does  not  attempt  to  determine  wheth- 
er such  payments  claimed  as  foreign  tax  credits  satisfy  the  require- 
ments of  creditability. 


Comparison  with  Special  Analysis  G. — Besides  the  additional  tax 
expenditures  (discussed  in  the  next  paragraph),  the  staff  list  carries 
two  business  items  that  have  not  been  included  among  the  items  in 
table  G-2  because  of  different  interpretations  of  how  to  draw  the 
boundaries.  These  two  items  are  (1)  deductibility  of  patronage  divi- 
dends and  certain  other  items  of  cooperatives  and  (2)  exclusion  of 
payments  in  aid  of  construction  of  water,  sewage,  gas,  and  electric 
utilities. 

Additional  tax  expenditure  estimates 

Estimates  of  additional  tax  expenditure  items  are  provided  in 
this  report.  These  items  have  appeared  frequently  on  the  lists  of 
tax  provisions  that  could  be  repealed  in  order  to  broaden  the  tax 
base  and  simplify  the  Internal  Revenue  Code.  Some  of  these  items 
appear  on  the  list  of  tax  provisions  that  have  been  recommended 
for  repeal  under  the  principles  employed  to  develop  the  President's 
and  the  Treasury  Department's  tax  simplification  and  reform  pro- 
posals. 1  Some  of  these  provisions  also  have  appeared  on  the  lists  of 
items  proposed  to  be  repealed  in  tax  simplification  and  reform  leg- 
islation introduced  by  Members  of  Congress. 

Expiring  tax  expenditures 

Several  tax  expenditures  expired  on  December  31,  1985.  As  is  the 
Joint  Committee  practice,  expired  tax  expenditure  provisions  are 
deleted  from  the  list  when  they  will  not  be  applicable  during  the 
budget  period  covered,  fiscal  years  1987  through  1991  in  this  case. 
A  list  of  the  tax  expenditures  which  expired  in  1985  follows. 
Many  of  these  items  may  be  extended,  with  or  without  modifica- 
tion, under  provisions  of  pending  legislation,  but  they  have  not 
been  included  in  this  tax  expenditure  list  because  they  are  not  yet 
part  of  present  law. 

Suspend  allocation  of  research  and  experimentation  expendi- 
tures 

Expensing  architectural  barriers  for  the  handicapped 

Restriction  on  net  operating  loss  trafficking 

Expenses  relating  to  parsonage  allowances 

Targeted  jobs  credit 

Residential  energy  credits 

Credit  for  increasing  research  and  experimentation  expendi- 
tures 

Business  energy  credits 

Exclusion  for  employer-provided  transportation  (vanpooling) 

Dividend  reinvestment  exclusion 

Exclusion  for  employer-provided  educational  assistance 

Exclusion  for  employer-provided  group  legal  services 

Foreign  earnings  and  profits. 


1  The  White  House,  The  President's  Tax  Proposals  to  the  Congress  for  Fairness,  Growth  and 
Simplicity,  Washington,  DC,  May  1985,  and  Office  of  the  Secretary  of  the  Treasury,  Tax 
Reform  for  Fairness,  Simplification,  and  Economic  Growth:  The  Treasury  Department  Report  to 
the  President,  vols.  1  and  2,  Washington,  DC,  Department  of  the  Treasury,  November  1984. 


II.  MEASUREMENT  OF  TAX  EXPENDITURES 

Estimates  of  tax  expenditures  as  revenue  losses  are  subject  to  im- 
jortant  limitations.  Each  tax  expenditure  is  measured  in  isolation, 
rhe  amount  of  a  deduction  is  added  back  into  taxable  income, 
vhich  raises  the  level.  The  difference  between  the  estimates  of  tax 
iabilities  under  present  law,  which  provides  for  the  deduction,  and 
;he  higher  level  of  tax  liabilities  under  the  assumption  that  the 
)rovision  does  not  exist,  is  the  amount  of  the  tax  expenditure.  For 
;his  computation,  it  is  assumed  that  nothing  else  changes. 

If  two  or  more  items  were  to  be  eliminated  simultaneously,  the 
•esult  of  the  combination  of  changes  might  produce  a  lesser  or 
greater  revenue  effect  than  the  sum  of  the  amounts  shown  for  each 
tern  separately.  This  means  that  the  addition  of  the  amounts  of 
various  tax  expenditure  items  is  of  quite  limited  usefulness,  and 
his  is  why  annual  totals  for  all  tax  expenditures  in  table  1  are 
ihown  only  as  an  addendum  to  table  1. 

If  a  tax  expenditure  item  were  to  be  eliminated,  it  is  possible 
hat  Congress  would  deal  with  the  underlying  reason  for  enacting 
he  tax  expenditure  in  another  way,  rather  than  simply  terminat- 
ng  federal  assistance  of  any  kind.  To  the  extent  that  a  replace- 
nent  program  would  be  adopted,  the  higher  revenues  received  as  a 
•esult  of  the  elimination  of  a  tax  expenditure  might  not  represent 
i  net  budget  gain.  The  nature  of  any  alternative  program  cannot 
>e  anticipated:  it  could  involve  direct  expenditures,  direct  loans,  or 
oan  guarantees;  or  it  could  involve  a  different  form  of  tax  expendi- 
ure,  or  a  general  reduction  in  tax  rates.  If  any  of  these  provisions 
vould  be  repealed,  adjustments  might  be  made  through  fiscal  or 
nonetary  policy  to  offset  the  effects  of  higher  tax  liabilities  on  the 
iconomy,  but  the  estimates  of  tax  expenditures  do  not  anticipate 
;uch  policy  responses. 

Year-to-year  difference  in  the  estimates  for  each  tax  expenditure 
nay  be  explained  by  changes  in  tax  law,  e.g.,  the  indexing  provi- 
sion enacted  in  the  Economic  Recovery  Tax  Act  of  1981,  which 
iffect  the  estimates  for  successive  years.  Some  of  the  estimates  in 
his  tax  expenditure  report  may  differ  from  estimates  made  in  pre- 
vious years  because  of  inflation  changed  economic  conditions,  the 
ivailability  of  better  data,  and  improved  estimating  techniques. 
Similar  differences  also  occur  in  the  budget  estimates  for  direct 
mtlays. 
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III.  TAX  EXPENDITURE  ESTIMATES 

To  aid  analysis  of  the  economic  benefits  provided  through  the  tax 
laws  to  various  sectors  of  the  economy,  the  tax  expenditures  are 
grouped  in  table  1  in  the  same  functional  categories  as  outlays  in 
the  federal  budget.  Estimates  are  shown  separately  for  individuals 
and  corporations.  Some  tax  expenditures  do  not  fit  clearly  into  any 
of  the  budget  functional  categories,  and  they  have  been  placed  in 
the  functional  category  which  is  the  most  appropriate. 

Several  of  the  tax  expenditure  items  involve  small  revenue  loss 
each,  and  those  estimates  are  indicated  in  table  1  by  footnote  1.  For 
each  of  the  items,  the  footnote  means  that  the  revenue  loss  is  an 
amount  less  than  $50  million  a  year. 

Table  2  presents  tax  return  information  for  each  of  9  income 
classes  on  the  number  of  all  returns  and  taxable  returns  filed,  the 
amount  of  all  returns  and  taxable  returns  with  itemized  deduc- 
tions, and  for  each  class  the  amount  of  tax  liability. 

Table  3  provides  estimates  by  income  class  for  some  of  the  tax 
expenditures  which  affect  individual  taxpayers.  Not  all  tax  expend- 
itures which  affect  individuals  are  shown  in  this  table  because  of 
the  difficulty  in  making  reliable  estimates  of  the  distribution  of 
items  which  do  not  appear  on  tax  returns  under  present  law. 
Tables  1,  2  and  3  assumes  the  tax  laws  as  enacted  through  Decem- 
ber 31,  1985. 
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